The subjective well-being approach to the valuation of international development is applied to the Millennium Development Goals (MDGs). The rich countries have particular preferences for education, healthcare, and housing; they need compensation for failure to meet the targets by 2015. The poor countries view all the targets as important; they can accept compensation for failure to achieve the targets by 2015, with amounts equivalent to what would have been 0.7%
A similar problem could occur when the responses suffer from strategic bias, anchoring problems, and scaling effects.
The happiness literature offers an alternative procedure, which is called the subjective well-being (SWB) approach to preference valuation. Welsch and Kühling (2009) and , for example, survey the literature.
1 Overall, this procedure parallels the standard approach in that the correlations between self-reported well-being and an external variable of interest as well as that between self-reported well-being and income are used to obtain the marginal rate of substitution between the external variable and income. What the SWB approach obtains is still a monetary valuation of the external variable in the context of individual subjective experiences rather than individual choices. The concepts are discussed in the next section, but what needs to be pointed out at this stage is that the SWB approach circumvents the aforementioned problems associated with the use of a surrogate or pseudo-market or the introduction of a hypothetical good in the valuation exercise. The SWB approach is meant to be a complement to the standard procedures.
There is a growing number of studies that use the SWB approach in the study of public issues from air pollution (Welch, 2002; Luechinger, 2009) , to airport noise (van Praag and Baarsma, 2005) , to cigarette smoking (Gruber and Mullainathan, 2002) , to civil conflict (Welch, 2008a) , to commuting (Stutzer and Frey, 2008) , to compensatory damages (Oswald and Powdthavee, 2008) , to corruption (Welsch, 2008b) , to democracy (Frey and Stutzer, 2000) , to education (Michalos, 2008) , to family and social relations (Powdthavee, 2007) , to income inequality (Alesina et al., 2004) , to inflation-unemployment trade off (Di Tella et al. 2001) , to healthcare (van den Berg and Ferrer-i-Carbonell, 2007) , to leisure activities such as watching TV (Frey and Benesch, 2008) , to 1 Recent surveys on the economics of subjective well-being are Frey and Stutzer (2002) , Frey and Stutzer (2005) , Di Tella and MacCulloch (2006) , Kahneman and Krueger (2006) , and Stutzer and Frey (2010) .
terrorism (Frey et al., 2009) , and to voting (Frey and Stutzer, 2004) . There are now excellent reviews on the literature (see footnote 1). In this paper, the SWB approach is applied to the valuation of individual attitudes toward the MDGs. The contention is that the level of importance people put on the MDGs reflects the intensity of their desire to reduce extreme poverty and destitution. Different insights can be obtained from this application. In turn, the information can be a starting point for collection action toward the MDGs.
Part 2 of the paper presents the conceptual framework then the empirical strategy for the valuation of individual preferences. Part 3 discusses the results and the implications of the findings. The last part concludes the paper.
SWB APPROACH TO PREFERENCE VALUATION

Conceptual framework
Standard economic analysis relies on individual choices in inferring utility. In contrast, subjective well-being (SWB) reverts to classical utilitarianism to anchor analysis on the actual experiences of an individual in inferring utility (for example, Kahneman et al., 1997) , and the actual stated well-being of the person is considered as the true utility of the person (for example, Di Tella and MacCulloch, 2006) . This reliance on choices as the only metric of utility implies that the actual experience of a person is deemed irrelevant to economic analysis, which is intriguing if economics aims to improve well-being in the context of scarce resources and unlimited wants.
Naturally, studies in SWB flourished in disciplines other than economics. Diener and BiswasDiener (2010) , for example, is a non-technical tour of the psychological research on SWB. From Easterlin (1974) , but especially from Clark and Oswald (1994) , Easterlin (1995) , Clark and Oswald (1996) , Clark (1997) , Frank (1997) , Ng (1997), and Oswald (1997) , economic research on SWB grew rapidly in the 2000s to form a distinct approach in economics.
The basic studies find that SWB has an affective component (that is, positive and negative feelings) and an evaluative component (that is, self-evaluation of the life of a person). 2 Each one is directly measurable ; and, at the same time, these components are separable from but moderately correlated with each other (Lucas et al., 1996; Diener and Emmons, 1984) .
Studies also find that self-reports have high validation as supported by findings that correlate well-being with smiling (Ekman et al., 1990; Pavot et al., 1991) or external ratings of relevant others like spouses, relatives, and friends about the person's well-being (Costa and McRae, 1988; Sandvik et al., 1993) . People with high well-being are found to succeed in many aspects of their lives (Lyubomirsky et al., 2005) . In any case, Larsen and Frederickson (1999) and Kahneman and Krueger (2006) , among others, argue that the components of SWB have enough reliability for analysis, albeit self-reports may change over time. 3 Meanwhile, recent studies (for example, Diener et al., 2010) find that measures of positive affect, negative affect, and life satisfaction actually correlate separately from the external factors (that is, not the individual profile and characteristics) such as average income, environmental states, political conditions, and so forth.
The argument here is that research can use the association of the external components with SWB and obtain the marginal rate of substitution between the relevant components to infer valuation.
Because true SWB (SWB*) is a latent variable -it remains internal to the person -the SWB function is deemed as some positive monotonic transformation of SWB*; or, formally, SWB = h[U( · )], where U( · ) is SWB* and SWB is the self-report of well-being. Personality traits (Costa and McCrae, 1980) and genes (Lykken, 1999) can affect well-being, but external conditions also 2 The ratio of positive to negative affect is a measure of hedonic well-being (Larsen and Prizmic, 2008) .
3 For a survey of the literature, see Bowles (1998) .
play a role and thus correlate with well-being (Diener and Suh, 1999; Inglehart and Klingemann, 2000; Diener and Seligman, 2004) . However, the individual-level indicators are consistent even with the substitutions in the external variables and/or introduction of controls for personality traits (for example, Helliwell, 2006; Ferrer-i-Carbonell and Gowdy, 2007 
Income has a positive impact on SWB. If Z i is a public good, h Zi > 0; if it is a public bad, h Zi < 0. The signs of h Xi depend on the indicators used. MV < 0 is interpreted as the valuation of the willingness-to-pay to remove the public bad. On the other hand, MV > 0 means the valuation of the willingness-to-accept for not getting the public good.
Method and Data
The structural equation of SWB can be expressed as follows: SWB(Z, Y, X) = α + β·Z i + γ·y + δ·X + ε, where Z i refers to the MDGs, y is the logarithm of gross domestic product (GDP) per capita, and X is a vector of standard well-being correlates, and ε is the residual term. Given that true SWB is latent, the estimated coefficients are helpful in indicating the direction of relationship between the right-hand side person-level indicators and well-being. However, for the valuation exercise, the ratio of the coefficients on an MDG and income is of special interest because it indicates the marginal value of that item. The indicators are described in turn.
Subjective Well-Being: The measure of SWB is life satisfaction, which is obtained as the response The goal is to make a significant improvement in the housing of at least 100 million people' (labels inserted for emphasis). There were no questions for gender quality and women empowerment (MDG3), environmental sustainability (MDG6), and global partnership for development (MDG8).
The person is asked to respond to each of the five items using a 4-point scale, where 1 means 'top priority', 2 'high priority', 3 'medium priority', and 4 'low priority.' Both 'top priority' and 'high priority' are recoded as 1 so that 'medium priority' and 'low priority' become 0, thereby transforming each MDG item into a yes-no indicator in the regression. As such, a value 1 implies that an MDG item needs urgent attention from the leaders of one's country. The database is comprised of two groups: rich and poor countries. The listing of countries is a function of data availability. The first group is composed of United States, Japan, Norway, and Switzerland. Each may be interpreted to represent of a cluster of rich countries like large-sized superpowers (that is, the United States), large-sized but not superpowers (that is, Japan), and other wealthy countries (that is, Norway and Switzerland). Alternatively, the representation could be interpreted in terms those that meet the 0.7% of GDP pledge as allocation for international aid (that is, Norway), those that meet at least half of 0.7% of GDP (that is, Switzerland), and those that fall below a third of 0.7% of GDP (that is, United States, Japan, and Switzerland). 6 The second group is composed of Ethiopia, Mali, Rwanda, and Zambia. Table 1 contains information on the gross domestic product (GDP) per capita of the rich and poor countries included in the study. The large disparity in standards of living is straightforward to see.
VALUATION OF THE MILLENNIUM DEVELOPMENT GOALS
Descriptive Analysis
The income gap, among other socio-economic indicators, is relevant in development discussions because it show the intended beneficiaries of the Millennium Development Goals (MDG). Put simply, the poor countries in Africa need preferential attention from the rich countries to see a reversal in underdevelopment. What is needed to fulfil international aid commitments at 0.7% of GDP -here, shown in terms of per capita -of the rich countries is also indicated in the table.
Noticeably, the pledges are comparable to the average income of the poor countries. Clemens et al. (2007) and Easterly (2009) , among others, underscore a problem with the MDGs, which is that the targets put Africa in a disadvantaged position because the countries there are expected to bridge the developmental gap within one generation even as the rich countries took several generations to accomplish their development projects. 8 Regardless of the conflicting views on the nature of the problem to be surmounted, it cannot be denied that, despite very stark starting points, the poor countries of Africa have to date made real advances on many socioeconomic indicators even with the mixed results of their accomplishments on the MDGs.
Of course, progress on the MDGs might have become sluggish in recent periods but it is due to increased inequality and frequency of crises in many parts of the developing world. Thus, while the MDGs initially looked doable within a generation, they began to appear as ambitious targets even at the global level. Some have started to point out that less frustration and disenchantment could be had if the targets were made more realistic rather than idealized. Nonetheless, the MDGs remain useful because they focus attention and mobilize efforts of the rich and poor countries toward a collective endeavour to not only understand but also to address extreme income poverty and deprivation that confront about 20 percent of the world's population today.
[Insert Tables 1 and 2]
The MDG performance of Ethiopia, Mali, Rwanda, and Zambia are summarized in Table 2 . The indicators tell a mixed story. Ethiopia, Rwanda, and Zambia seem to be on track on most goals.
But if international aid falls in 2010 (United Nations 2010b), there might be problems in achieving the goals in 2015.
However, there seems to be a general lack of interest among the rich countries in providing the needed assistance to the poor countries, despite the fact that the cost to accomplish the MDGs is estimated by the United Nations at about 0.54% of GDP of the rich countries. One can therefore infer that political apathy and social detachment of the rich countries contribute to the growing divergence between the rich and poor countries. Of course, getting the rich countries to provide the funds is not a guarantee to success because there are deep structural and institutional factors that also need to be addressed but international aid is a necessary condition, if not an essential item to the whole development enterprise, to put the poor countries of Africa on the first rung on the development ladder. Of course, development is a difficult project and takes a long time to accomplish, but once there is movement out of extreme poverty and destitution, complementary efforts can be deployed to build domestic capacities in order to sustain progress and begin the process of weaning countries from aid.
Regression Analysis
Appendix 1 contains details of the regressions. The results are to be treated with caution given the limitations of a cross-section dataset. Endogeneity is one concern that cannot be addressed, for instance. Suffice it to say that the results on the correlates of well-being are consistent with the extant literature. They are discussed in turn.
First, the age of the person is positively correlated and exhibits a U-shaped pattern with subjective well-being. Both the rich and the poor countries yield the same results, although the magnitudes of the coefficients differ between groups. All things the same, therefore, people in the poor countries experience relatively lower subjective well-beings whilst they are younger (with an estimated turning point at 43 years) than those in the rich countries (with an estimated turning point low point at 46 years). Correspondingly, the older people in the poor countries experience relatively higher well-beings earlier than those in the rich countries.
The U-shaped pattern between age and well-being is a reflection of the experience of people with life in general. As people grow older, their aspirations increase and, at the same time, they take on more responsibilities, and so forth. Disappointments come when aspirations and achievements do not match. However, people grow view life from a more sobering perspective as they grow older;
that is preferences can change. They become less disappointed with their life as a result of their more mature viewpoint. Of course, the configuration of life experiences can differ across persons because of the variations in contexts. Relative to rich societies, people in the poor societies are less able to improve their life situations, notwithstanding a desire to achieve change. They get frustrated with life sooner, which explains the earlier turning point compared to the people in rich countries. Seeing that others are better off makes the poor question why a disparity exists. In time, however, they become resigned with their lives and get less frustrated in the process.
Second, the well-being of males in rich countries is, on average, lower than females. The finding is not novel given the extant literature. One explanation of the disparity in well-being is perhaps gender socialization that puts men as the better sex. There are thus more expectations on males:
higher wages, more responsibilities, and so on. There is thus the push to strive harder to meet the expectations. All things the same, gender socialization thus lead to more frustration with men and women. However, the correlation of gender and well-being in the poor countries of Africa is not statistically significant, albeit the signs on the coefficients are correct. The size of the coefficient actually tells something very interesting, namely: where extreme poverty and deprivation are the defining features of society, well-being is democratized so to speak across gender. Thus, in the context of developmental work, intervention needs to be mindful of gender equity.
Third, marriage dissolution (meaning, divorce, separation, or widowhood) is negatively correlated with well-being. The pattern is consistent across the two groupings, except that the correlation between ex-married status (that is, divorced or separated) and well-being in the poor countries is statistically insignificant. In the rich countries, the larger negative impact on well-being comes from single-hood rather than widowhood or ex-married status, although either state of marriage dissolution brings a comparable negative impact on well-being. Looking closely at the results, though, there is not much difference in the magnitudes of the coefficients on the marital states. In the poor countries, however, widowhood has greater impact than being single and the difference in magnitudes of the coefficients is rather large. Perhaps, death of a partner brings heavy personal pain and economic hardship considering that insurance and social security are inadequate, if not lacking, in the poor societies of Africa. The family burden may be intensified if people realize that the death of a loved one (say, due to disease, infection, unsafe childbirth, and so on) was to a great extent avoidable if the health facilities, the medical professionals, and the medicines were available in their communities.
Fourth, educational attainment is, on the whole, positively correlated with well-being. For the rich countries, however, tertiary-level education is the only statistically significant education indicator with well-being. The finding is not controversial considering that basic education is guaranteed in the rich societies. For the poor countries, there is a positive role of educational attainment to wellbeing, with the average contribution of primary-and secondary-level education at about half that of tertiary-level education. The results also indicate that primary-level education in the poor countries has more impact than secondary-level education. The findings are in line with the view that basic education (both primary and secondary) is the key to raising well-being at low levels of economic development while tertiary-level education becomes crucial at high levels of economic development.
Fifth, unemployment is negatively correlated with SWB except in the poor countries where it is not statistically significant. In the rich countries, unemployment is costly -both in monetary and non-monetary terms -to the affected person and the family welfare in part because of the high cost of living plus and in part the cultural expectations with regards work and being gainfully employed. The findings for the poor countries are consistent with the view that there is generally little difference in well-being across job status where extreme poverty and deprivation are the defining features of a society, suggesting that well-being is democratized in terms of job status.
Sixth, income is positively correlated with well-being. In the rich countries, the contribution of income to well-being is larger than that in the poor countries. People in well-off societies can afford more goods and services and thus benefit more from their income than the people in the poor countries whose principal interest is to first secure the basic needs. However, the results are not saying that income can only have little impact on well-being in the poor countries. Rather, the low impact of income arises from the fact that there are few economic activities and opportunities in poor societies. Thus, with economic development, income is expected to have greater impact on well-being. Moreover, people in poor countries can satisfy some of their needs without income as is the case of self-sufficient households.
At the same time, results on income decile show that the income class correlates with well-being regardless of country standing. It is natural that, all things the same, the upper income people have higher well-being than the middle income people; and, in turn, the middle income people have higher well-being than the low income people. But the findings here are interesting because, unlike income (discussed earlier), the correlation between income class and well-being is smaller in the rich countries than in the poor countries. Thus, where standards of living are already high, as in the rich countries, the income class does not bring about significant differences in wellbeing. Where standards of living are low, the income class is important. In fact, in poor societies, the distinctions between classes are more pronounced.
Lastly, the results indicate that there is a general desire among the peoples of the rich and poor countries to see that their leaders put high priority on the MDGs. Put simple, people care about the MDGs. There are positive correlations between each of the MDG items and well-being across both groups of countries, except for MDG1 (that is, cutting extreme poverty by half by 2015) and MDG3 (that is, reducing the proportion of child mortality before five years old by two thirds by 2015) in the rich countries where they turn out to be statistically insignificant. The results basically show that people generally see the MDGs as public goods and decisive public policy is required to accomplish them. The results further reveal that, at least in the case of the rich countries, some of the MDGs are affect public goods; that is, they pull on emotion more rather than toward real engagement with the problems on the ground (more below).
Before proceeding to interpret of the findings, robustness tests were performed and the outcome confirmed the basic results (see Appendix 2). The findings can be summarized as follows. First, belongingness at any of the three levels of political citizenship is positively correlated with wellbeing except for community citizenship, which in the poor countries is negatively correlated with well-being. The finding is, perhaps, unique to the poor societies of Africa where extreme poverty and destitution are concrete and tangible at the local level that people already do not identify with their own communities. Citizenship at the national-level is statistically significant only in the poor countries, perhaps a reflection of a sense of duty and identification with a nation that is the larger tribal-or ethnic-nation and people in such nation are in extreme income poverty and destitution.
The most encouraging finding on political citizenship is that people in both the rich and poor countries see themselves as global citizens, which suggests a sense of belongingness to something larger than oneself or country. This finding says that, at the very least, people share a common identity -regardless of age, gender, life status, and so on -as citizens of the same Earth and, therefore, there is hope that people can work together to solve global problems. In this context, there is hope for the MDGs. What may need to be done is to galvanize people to take part in the global project of reversing extreme poverty and destitution.
Subjective Well-being and the MDGs
As indicated in the previous section, the rich and poor countries view the MDGs as public goods.
The amounts of compensation that people are willing to accept for a failure of the political leaders to prioritize the MDGs are presented in Table 3. Consider the upper panel of the table, which shows the willingness-to-accept of the rich countries for a failure to achieve the MDGs. The figures indicate that the people in rich societies may feel disheartened by the extreme poverty and destitution in poor societies, yet they do not consider reducing income poverty incidence by half (MDG1) and reducing under-five child mortality incidence by two thirds (MDG4) should be the top priorities of their leaders. Rather, findings indicate that the top priorities should be ensuring primary education (MDG2), stopping the spread of HIV/AIDS (MDG5), and improving housing for the poor (MDG7).
One way to make sense of these results is to focus on the public affairs character of MDG2, MDG5, and MDG7. Because basic education, healthcare, and housing are guaranteed public goods in the rich countries, if not readily available and inexpensive when acquired through the market, the people in rich societies see the deprivations in education, healthcare, and housing as injustices that are easily remediable with decisive political action. Basically, the people in rich societies need to be compensated for any unpleasant feeling that arise because of the inability of their political leaders to give the appropriate attention in reversing illiteracy, poor healthcare, and homelessness. Moreover, the results are also saying that ensuring the success on the MDGs could be cheaper for the political leaders of rich countries than giving compensation to their people for a failure on the MDGs. In addition, an implicit message of the rich countries results is the following: international aid is enough to take care of basic education, healthcare, and housing but transformations in the structural and institutional factors that bring about or perpetuate extreme poverty and destitution in the poor countries is not as important. In a way, helping people in poor societies should be limited within the doable limits of international aid. The same sentiment can be gleaned with the initiatives of global foundations and other special international interest groups working in the poor countries.
[Insert Table 3 ]
The compensation that the people in poor societies are willing to accept for failure to achieve the MDG are shown in the lower panel of Table 3 . The amounts are small relative to those of the rich countries, but they suggest in poor societies of Africa are reasonable in regards as the acceptable payments. Interestingly, these amounts are equivalent to what would have been 0.7% proportion of the income of the rich countries devoted for international aid (see again Table 1 ). Relative to the incomes in poor countries, the acceptable compensations would have significant impacts.
Five years to 2015 can be sufficient time to achieve the MDGs if political leaders put their act
together and do what needs to be done. Of course, the burden remains on the poor countries to demonstrate that they possess the capacity to carry out the difficult tasks of reducing income poverty, ensuring basic education, reducing under-five mortality, stopping the spread of HIV/AIDS, providing shelter to the poor. These targets are difficult to reach without international aid because, on their own, the poor countries do not have enough resources and capacities to carry out the MDGs. Therefore, it is of utmost importance that the rich countries do not abandon their 
CONCLUSION
This paper applied the subjective well-being approach to the valuation of the Millennium Development Goals (MDGs). The approach was presented as a useful alternative to the standard valuation techniques because it does not use a surrogate or pseudo market setup or a hypothesized good in the valuation exercise. Some interesting insights were gathered in the study. 2. GDP1 is group average of rich countries GDP per capita and GDP2 is all rich countries average GDP per capita. 
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